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SUBJECT: SUDAN'S FINANCIAL PROSPECTS IMPROVE 

BEGIN SUMMARY: THERE HAS BEEN NOTICEABLE BRIGHTENING SUDAN 
FINANCIAL PICTURE IN LAST FEW WEEKS. RECENTLY AVAILABLE 
STATISTICS REVEAL SIGNIFICANTLY IMPROVED BALANCE OF PAYMENT 
AND TRADE PICTURE IN 1976 COMPARED TO PREVIOUS YEAR. 

MOREOVER, THERE IS EVIDENCE THAT SAUDI FINANCIAL ASSISTANCE 
PROMISES BEGINNING TO BE IMPLEMENTED. FOREIGN CREDITORS 
INCLUDING NUMBER MAJOR AMERICAN BANKS APPEAR ENCOURAGED BY 
INVESTMENT AND TRADE TRENDS, AND THEY DISTINGUISHING SUDAN'S 
CONTINUING PROBLEMS FROM THOSE OF EGYPT AND ZAIRE. 
IMPROVEMENTS LIKELY TO LEAD TO EVEN GREATER INTEREST 
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AMONG US FIRMS IN SUDAN MARKET WHERE US EXPORTS HAVE BEEN 
STEADILY INCREASING, AND WE ANTICIPATE MORE REQUESTS FOR 
EXIM AND/OR OPIC SUPPORT. END SUMMARY. 

1 . WHILE BANK OF SUDAN CURRENTLY HAVING SOME DIFFICULTY 
IN MEETING OBLIGATIONS PROMPTLY, BALANCE OF PAYMENTS 
AND TRADE ARE IMPROVING. BOP DEFICIT DECLINED BY 62 PERCENT 
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FROM 1975 TO 1976 WHILE EXPORTS ROSE BY 27 PERCENT AND IMPORTS 
DECLINED BY FIVE PERCENT. OPTIMISM ABOUT SHORT-TERM 
ECONOMIC PROSPECTS IS RISING DUE BOTH TO BETTER ECONOMIC 
PERFORMANCE AND EXPECTATIONS OF ARAB ASSISTANCE. 

2. THERE SOME EVIDENCE EXPECTED INFUSION OF SAUDI BOP 
SUPPORT, REPORTEDLY PROMISED DURING KING KAHLID'S VISIT 
LAST NOVEMBER, MAY BE NEAR. AT SAME TIME, APPEARS SAUDIS 
HAVE FIRMLY AGREED FINANCE PROJECTS FOR SUDAN'S ARMED FORCES, 

AND WE KNOW OF AT LEAST ONE CONTRACT FOR AMERICAN COMMUNICATIONS 
EQUIPMENT WHICH HAS BEEN SIGNED NOW THAT SAUDI FINANCING HAS 
BEEN APPROVED. ARAB INVESTMENTS AND LOANS FOR AGRICULTURAL 
AND OTHER DEVELOPMENT PROJECTS ARE CONTINUING. SAUDI 
DEVELOPMENT ORGANIZATIONS MAY BE ABOUT TO OFFER CONCESSIONAL 
FINANCING FOR 100-150 MILLION US DOLLARS OF INFRASTRUCTURE 
COSTS FOR KENANA SUGAR PROJECT. IN ANY CASE KENANA FINANCIAL 
SITUATION HAS IMPROVED FOLLOIWNG SERIES RECENT MEETINGS HERE 
AND IN KUWAIT. 

3. BANK OF SUDAN DATA SHOW THAT BOP DEFICIT DROPPED ROM 
416 MILLION US DOLLARS TO 156 MILLION US DOLLARS IN 1976. 

ON A PAYMENT BASIS, DECREASE BALANCE OF TRADE DEFICIT WAS 
ALSO DRAMATIC, DECLINING FROM 345 MILLION US DOLLARS TO 74 
MILLION US DOLLARS. HOWEVER, EMBASSY HAS SOME DIFFICULTY 
RECONCILING PAYMENTS INFORMATION WITH CUSTOMS DATA. LATTER 
SHOWS THAT TRADE DEFICIT DECLINED FROM 519 MISSION US 
DOLLARS TO 371 MILLION US DOLLARS. HOWEVER, PAYMENTS AND 
CUSTOMS DATA BOTH ARE CONSISTENT SHOWING DECREASED IMPORTS 
AND INCREASED EXPORTS. EXPORTS WERE UP BY MORE THAN 100 
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MILLION US DOLLARS IN 1976 AND EMBASSY PROJECTS FURTHER 
INCREASE IN 1977 TO 600-650 MILLION US DOLLARS. THIS ESTIMATE 
BASED ON PROJECTED COTTON EXPORTS OF OVER 400 MILLION US 
DOLLARS AND MORE THAN 100 MILLION US DOLLARS OF OILSEEDS. 

DROP IN IMPORTS APPEARS TO BE DUE TO STRICT ADMINISTRATION OF 
FOREIGN EXCHANGE CONTROLS BY BANK OF SUDAN AND LACK OF CREDIT 
FACILITIES FOR GOVERNMENT INVESTMENT PROJECTS. MOVEMENT ON 
DEVELOPMENT PROJECTS, HOWEVER, PROBABLY WILL LEAD TO EXPANDED 
IMPORTS IN 1977. IMPORTS OF CONSUMABLES IN 1976 PROBABLY 
DECLINED WHILE PRIVATE SECTOR CAPITAL INVESTMENT IMPORTS 
INCREASED SLIGHTLY. 

4. FOREIGN CREDITORS, INCLUDING NUMBER OF AMERICAN BANKS, 

APPEAR ENOURAGED BY INVESTMENT AND TRADE TRENDS. THEY SEE 
SUDAN’S BALANCE OF PAYMENTS PROBLEM AS DEVELOPMENT DEFICIT' 

AND CONTRAST IT WITH IMPORT PATTER OF EGYPT. PROSPECT OF 
SUBSTANTIAL AID AND INVESTMENT FLOWS FROM ARABS ALSO 
DISTINGUISHES SUDAN FROM ZAIRE. ADDITIONAL AMERICAN BANKS 
APPEAR TO BE CONSIDERING OPENING BRANCH AND REPRESENTATIVE 
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OFFICES IN SUDAN AND ONE AMBERICAN BANK CONSIDERING OPENING 
JOINT VENTURE DOCUMENTARY AND EXPORT FINANCING BANK WITH SUDAN 
DEVELOPMENT CORPORATION BASED IN LONDON. ONE MAJOR US 
BANK HAS INDICATED THAT IMPROVED COTTON SALES AND IMMINENT 
SAUDI ASSISTANCE SHOULD RESULT IN MORE BANK CREDIT AVAILABLE 
FOR SUDAN. APPARENTLY THIS BANK HAS ALREADY LOOSENED ITS 
PURSE STRINGS SOMEWHAT ON BASIS COTTON SALES ALONE. 

5. COMMENT: ECONOMIC ACTIVITY CLEARLY IS HAMPERED BY SERIOUS 
FINANCIAL PROBLEMS. IT HAS BEEN DIFFICULT TO RELATE LONG-TERM 
MULTIBILLION DOLLAR ARAB INVESTMENT PLANS TO SUDAN'S CURRENTLY 
TIGHTLY STRETCHED FOREIGN EXCHANGE RESOURCES. HOWEVER. AFTER 
PROLONGED PERIOD OF HARDSHIP, INVESTMENTS ARE BEGINNING TO 
BEAR FRUIT. SUBSTANTIAL PROJECTS STILL BEING IMPLEMENTED AND 
THEIR BOP IMPACT WILL NOT BE FELT FOR SEVERAL YEARS. INCREASED 
EXPORTS ARE PARTICULARLY ENCOURAGING AND MAY PROVIDE SUDAN 
GREATER ACCESS TO FINANCIAL MARKETS. WE EXPECT THAT 
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AMERICAN SUPPLIERS WILL BE APPROACHING EXIM WITH INCREASING 
REGULARITY FOR DEVELOPMENT RELATED PROJECTS, PARTICULARLY AS 
US HAS BECOME MAJOR SUPPLIER IN LAST TWO YEARS. ULTIMATELY, 
HOWEVER, CONTINUED FLOW OF ALL TYPES OF FUNDS FROM ARAB WORLD. 
INCLUDING BALANCE OF PAYMENTS SUPPORT (DISGUISED OR UNDISGUISED) 
REMAINS KEY ELEMENT IN FINANCIAL PICTURE. BREWER 
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